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Abstract 

Sales  of  rural  land  in  Greenbrier  County,  West  Virginia, 
from  1970  to  1975  were  examined  in  an  attempt  to  determine 
the  nature  of  the  farm  land  market  in  the  area  as  well  as  the 
relationships  between  the  value  of  the  land  and  its  attributes, 
the  characteristics  of  the  buyer  and  seller  involved,  and 
thecharacteristics  surrounding  the  transfer. 

Information  disseminates  slowly  in  this  market,  where  the 
majority  of  land  transfers  take  place  directly  between  buyers 
and  sellers.  The  role  of  real  estate  dealers  is  very  small. 
Buyers  of  land  who  purchase  rural  properties  in  this  area  for 
full-time  farming  are  a  minority  but  they  acquire  larger  tracts 
of  land.  The  largest  transfers  of  rural  land  in  this  region  are 
related  to  logging  and  coal  mining  activities.  A  large  number 
of  buyers  of  rural  land  intended  to  use  those  properties  for 
home  and  part-time  farming. 

An  upward  trend  in  rural  land  values  in  the  area  is  well 
defined.  From  1970  to  1975  land  values  increased  about  145 
percent  more  than  the  general  level  of  prices. 

Size  of  the  property,  value  of  improvements,  income  of 
sellers,  amount  of  rights  transferred,  occupation  of  buyers 
and  sellers,  and  some  subjective  types  of  reasons  were  the 
most  important  variables  explaining  variability  of  land  values 
in  Greenbrier  County. 
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Factors  Affecting  Rural  Land  Values 
In  Greenbrier  County,  West  Virginia 

Luis  E.  Maldonado  and  Dale  Colyer 


INTRODUCTION 

Over  the  last  decade  land  values  In  the  United  States  have  increased  at  a 
compound  rate  of  6.9  percent  nationally.  The  strongest  rates  of  change 
seem  to  have  occurred  in  those  areas  where  land  use  was  changing  sharp- 
ly, while  less  rapid  but  strong  increases  occurred  in  more  agriculturally 
oriented  areas.  During  the  same  period  land  values  in  West  Virginia  have  in- 
creased at  a  compound  rate  of  9.9  percent.  Land  prices  in  West  Virginia  in- 
creased in  the  decade  by  43.5  percent  more  than  for  the  United  States. 

This  bulletin  reports  on  a  study  conducted  by  the  West  Virginia  University 
Agricultural  and  Forestry  Experiment  Station  of  rural  land  values  in  Green- 
brier County  for  the  years  1970-1975.  The  general  objective  was  to  develop 
information  and  knowledge  about  the  organization,  structure,  and  perfor- 
mance of  the  rural  land  market.  Specific  objectives  were: 

1.  To  describe  the  general  land  market  situation  in  Greenbrier  County. 

2.  To  review  agricultural  land  transfers  from  1970  to  1975. 

3.  To  analyze  factors  affecting  values  in  the  county. 

PROCEDURES 

The  study  was  carried  out  by  using  rural  land  sales  data  for  Greenbrier 
County  for  the  period  1970-1975.  Transfer  data  from  courthouse  records 
were  used  to  isolate  all  land  sales  of  ten  or  more  acres  that  were  made  out- 
side of  the  municipalities  in  the  county.  The  transfer  data  did  not  identify 
agricultural  land,  thus  all  rural  land  sales  were  used.  Transfers  which  were 
not  bona  fide  sales  and  transfers  between  persons  with  the  same  surname 
were  excluded  from  the  analysis.  There  were  718  acceptable  transfers  during 
the  six-year  period,  with  60  transfers  in  1970,  133  in  1971,  159  in  1972,  146  in 
1973,  120  in  1974,  and  100  in  1975. 

Data  on  all  transfers  were  used  to  review  general  trends  and  features  of 
the  land  market  transfers  in  Greenbrier  County  from  1970  to  1975.  Sample 
data  were  used  in  a  statistical  model  to  help  explain  differences  in  the  per 
acre  price  of  agricultural  lands. 

The  Sampling  Procedure 

After  collection  of  the  primary  transfer  data,  the  sample  of  sales  for 
which  the  buyer  and  seller  would  be  interviewed  was  drawn.  Land  transfers 
for  the  1970-1975  period  were  divided  into  ten  strata  based  on  per  acre 
prices.  In  each  stratum  the  names  of  buyers  and  sellers  of  land  who  made 
up  the  sample  were  determined,  assigned  numbers,  and  a  table  of  random 
numbers  used  to  draw  the  sample. 

1 


A  sample  of  232  names  of  pairs  of  sellers  and  buyers  of  land  was  drawn. 
These  were  to  be  interviewed  but  because  of  problems  such  as 
absenteeisms,  addresses  unknown,  and  unwillingness  to  answer  the  ques- 
tionnaire, only  102  paired  observations  from  willing  sellers  and  buyers  of 
land  were  collected. 

Regression  Model 

A  multiple  linear  regression  was  used  to  analyze  factors  affecting  land 
values.  The  per  acre  price  of  the  rural  land  in  Greenbrier  County,  West 
Virginia,  was  hypothesized  to  be  a  function  of  the  following  variables: 


A  —  Property  characteristics  variables 
A1  —  Size  and  value  variables 

1  =  acreage  of  the  property 

2  =  total  value  of  the  property 

3  =  per  acre  value  of  the  improvements 

A2  —  Location  variables 

4  =  total  mileage  to  town 

5  =  miles  on  dirt  road 

6  =  miles  on  slag  road 

7  =  miles  on  one-lane  paved  road 

8  -  miles  on  two-lane  paved  road 

9  =  miles  on  four-lane  paved  road 

A3  —  Present  use  variables 

10  =  acres  of  cropland 

11  =  acres  of  pasture 

12  =  acres  of  forest  or  woodland 

13  =  acres  of  other  land  (idle,  services  and  wasteland) 

A4  —  Best  use  variables 

14  =  acres  of  tillable  land 

15  =  acres  of  pastureland 

16  =  acres  of  timberland 

17  =  acres  of  wasteland 

A5  —  Water  supply  variables  (dummy  variable) 

18  =  water  supply  from  a  spring 

19  =  water  supply  from  a  pond 

20  =  water  supply  from  a  river 

21  =  water  supply  from  a  well 

22  =  water  supply  from  the  public  service  district 

23  =  water  supply  from  a  cistern 


A6  —  Rights  owned  variables  (dummy  variable) 

24  =  surface  rights 

25  =  fee  simple  rights 


B  _  Buyer's  and  seller's  socioeconomic  characteristics  variables 


B1  —  Buyer's  personal  characteristics 

26  =  buyer's  age 

27  =  buyer's  education 

28  =  buyer's  income 


B2  —   Buyer's  occupational  characteristics  before  the  sale  (dummy 
variables) 

29  =  farm  work 

30  =  professional 

31  =  administrative 

32  =  sales  or  clerical 

33  =  laborer 

34  =  retired 

35  =  other 


B3  —  Buyer's  occupational  and  residential  characteristics  after  the  sale 
(dummy  variable) 

36  =  buyer  farm  or  non-farm  resident 

37  =  farm  work 

38  =  professional 

39  =  administrative 

40  =  sales  or  clerical 

41  =  laborer 

42  =  retired 

43  =  other 


B4  —  Seller's  personal  characteristics 

44  =  seller's  age 

45  =  seller's  education 

46  =  seller's  income 


B5  —  Seller's  occupational  and  residential  characteristics  before  the 
sale  (dummy  variables) 
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B6  —  Seller's  occupational  characteristics  after  the  sale  (dummy  vari- 
able) 

55  =  farm  work 

56  =  professional 

57  =  administrative 

58  =  sales  or  clerical 

59  =  laborer 

60  =  retired 

61  =  other 


C  —  Sale  characteristics  variables 


CI  —  Financial  characteristics  variables 

62  =  percentage  of  sale  price  financed  by  buyer's  funds 

63  =  percentage  of  the  sale  price  financed  with  credit 

64  =  rate  of  interest  of  the  loan 


C2  —  Seller's  subjective  type  variables  —  reasons  to  sell  the  land 
(dummy  variables) 

65  =  money  used 

66  =  right  price  to  sell 

67  =  farming  bad  business 

68  =  seller's  age 

C3  —  Buyer's  subjective  type  variables  —  reasons  to  buy  the  land 
(dummy  variables) 

69  =  for  farming  income 

70  =  for  rental  income 

71  =  for  second  home 

72  =  for  future  sale 


THE  STUDY  AREA 

Greenbrier  is  the  second  largest  county  in  West  Virginia  (1,002.8  square 
miles).  It  was  created  in  1778  and  named  for  the  principal  river  that  drains 
the  county.  It  is  located  in  the  southeastern  part  of  the  State.  The  county 
seat  is  the  city  of  Lewisburg. 

Greenbrier  is  a  rural  county  with  only  one  third  of  its  population  living  in 
places  of  1,000  to  2,500  population  and  the  other  two  thirds  in  rural  areas. 
Total  population  was  32,000  in  1970.  In  1960  it  was  34,446,  a  6.8  percent 
reduction  during  that  decade. 

There  are  787  miles  of  improved  secondary  and  131  miles  of  primary 
roads  in  the  county.  There  are  some  small  mining  communities  in  the 
western  section  of  the  county.  The  central  part  is  where  agriculture  is  more 
important,  while  the  north  and  east  portions  of  the  county  are  covered  by 
forests.  Wood  production  and  recreation  are  important  activities  in  those 
areas. 

General  Land  Use  Characteristics 

Land  use  by  major  categories  for  Greenbrier  County  and  West  Virginia 
are  shown  in  Table  1.  The  data  were  taken  from  West  Virginia  Soil  and  Con- 
servation Needs  Inventory.  These  are  based  on  surveys  in  1958  and  1967 
and  on  the  Census  of  Agriculture.  Cropland  and  pastureland  acreages 
declined  during  that  period  in  both  West  Virginia  and  Greenbrier  County, 
but  the  reduction  of  cropland  was  relatively  larger  in  Greenbrier  County. 
The  shrinkage  in  the  pastureland  acreage  on  the  other  hand  was  relatively 
greater  for  the  state,  a  28  percent  decline  compared  to  only  an  11  percent 
decline  in  Greenbrier  County.  Forest-land  acreages  seem  to  have  increased 
at  similar  rates  in  both  the  State  and  county. 

Of  the  total  inventory  acreage  in  Greenbrier  County  about  two  thirds  is 
used  for  forests,  one  fifth  for  pasture,  and  one  tenth  for  cropland.  Never- 
theless, Greenbrier  County  is  an  important  farming  area  where  beef,  milk 
and  broilers  are  produced.  Hay,  wheat,  corn,  and  oats  are  important  crops 
which  are  used  mainly  for  feeding  livestock. 

Agricultural  Characteristics 

From  Table  2  it  can  be  seen  that  the  number  of  farms  was  drastically 
reduced  between  the  agricultural  censuses  taken  in  1954  and  1974.  Similar- 
ly, land  in  farms  declined,  but  not  by  as  much  as  the  numbers  of  farms,  with 
a  result  in  increase  in  the  average  farm  size.  The  proportion  of  the  total  land 
in  Greenbrier  County  belonging  to  farms  has  decreased  to  roughly  70  per- 
cent, while  the  number  of  farms  in  1974  represented  only  37  percent  of  the 
number  in  1954.  The  average  size  of  farm  in  Greenbrier  County  has  been 
consistently  larger  during  the  last  four  censuses  than  for  the  State. 

The  average  per  farm  value  of  land  and  buildings  in  Greenbrier  County 
rose  from  $9,910  in  1954  to  $80,368  in  1974.  Much  of  this  increment  can  be 
attributed  to  the  increase  in  size  of  farms.  However,  average  per  acre  values 
of  land  and  buildings  increased  by  508  percent  in  that  period.  Average  per 
acre  values  of  land  and  building  are  approximately  20  percent  higher  in 
Greenbrier  County  than  in  West  Virginia  taken  as  a  whole. 

Data  in  Table  3  show  the  distribution  of  farms  by  size.  Small  farms  are 
disappearing  faster  than  big  farms.  The  number  of  large  farms  of  500  acres 
and  up  is  fairly  stable  in  West  Virginia,  and  in  Greenbrier  County  their 
numbers  have  even  increased. 


LAND  TRANSFERS  IN  GREENBRIER  COUNTY 

Data  on  sales  of  land,  the  subject  of  this  study,  are  contained  in  Tables  4 
through  8.  There  were  718  sales  of  land  (in  plots  of  ten  or  more  acres)  in 
Greenbrier  County  fronn  1970  to  1975  that  met  the  other  criteria  used  for  this 
study.  The  amount  of  land  that  changed  ownership  was  75,393  acres,  total 
sales  value  of  $14,384,835.  The  largest  parcel  transferred  was  5,473  acres, 
which  sold  for  $684,126.  The  average  land  sale  in  this  study  was  105  acres 
and  the  average  sale  price  was  $20,035.  The  average  per  acre  price  was 
$190.80,  with  a  range  from  a  minimum  of  $2.48  to  a  maximum  of  $7,060  per 
acre. 

The  transfers  and  values  per  acre  by  year  for  the  1970-1975  period  are 
shown  in  Table  5.  This  clearly  shows  that  land  became  gradually  more  ex- 
pensive during  those  six  years.  By  making  1970  per  acre  prices  equal  to  100 
and  computing  an  index,  it  can  be  seen  that  an  increase  of  more  than  two 
and  a  half  times  the  1970  levels  had  occurred  by  1975. 

By  deflating  the  current  prices  with  the  GNP  price  deflator  it  was  found 
that  a  "real"  increase  of  about  150  percent  occurred  in  the  average  price  of 
land  in  Greenbrier  County  during  the  period  1970  to  1975  (Table  6).  This, 
when  compared  with  the  data  in  Table  5,  indicates  that  prices  of  land  in- 
creased about  145  percent  more  than  the  general  level  of  prices,  i.e.,  145 
percent  more  than  the  amount  of  increase  in  all  other  prices. 

Data  in  Table  7  shows  land  transfers  classified  by  value  categories  and 
indicates  that  the  majority  of  the  land  transferred  in  the  county  had  a  per 
acre  price  of  less  than  $500.  A  considerable  number  of  the  transfers  had  per 
acre  prices  of  less  than  $100.  In  general,  these  were  the  larger  properties  in 
acreages.  This  can  be  seen  in  the  last  column  of  Table  7,  where  per  acre 
price  clearly  has  an  inverse  relationship  with  average  acreage. 

Table  8  shows  the  land  transfers  and  values  in  relation  to  acreage 
categories.  This  acreage  categorization  also  clearly  shows  the  inverse  rela- 
tionship between  size  of  parcel  and  average  price  per  acre,  although  the 
relationship  did  not  hold  for  all  size  categories.  The  five  transfers  of  more 
than  1,000  acres  accounted  for  nearly  one  sixth  of  the  land  area  transferred 
but  for  less  than  one  twelfth  of  the  value  of  all  the  land  exchanged. 

In  Table  9  the  transfers  are  divided  according  to  the  amounts  of  rights 
transferred.*  This  shows  that  of  718  transfers  in  Greenbrier  County  from 
1970-1975,  670  were  made  in  fee  simple,  46  were  for  surface  rights  only,  and 
on  two  the  rights  were  not  indicated  by  the  transfer  records.  The  average 
per  acre  price  and  average  consideration  were  higher  for  the  fee  simple 
transfers  than  for  the  other  two  categories.  The  average  acreage  trans- 
ferred in  fee  simple  on  the  other  hand  was  considerably  less  than  the 
transfers  of  surface  only.  The  forty-six  transfers  of  land  on  which  the 
mineral  rights  were  excluded  from  the  sale  had  lower  per  acre  values. 


*A  brief  digression  is  needed  to  explain  this.  "Property  involves  several  distinct  interests  or  rights 
which  can  be  held  separately  and  vi/hich  when  taken  together  represent  a  bundle  of  rights.  The 
largest  bundle  of  rights  a  private  owner  can  hold  in  landed  property  in  our  society  is  known  as 
complete  ownership  in  fee  simple"  (Barlowe,  p.  339).  This  bundle  of  rights  can  be  separated  and 
some  can  be  sold  or  held  separately.  Mineral  rights  are  frequently  sold  and/or  held  separately 
from  the  surface  rights  in  West  Virginia  as  well  as  in  other  states  where  coal,  oil,  gas,  or  other 
mineral  rights  deposits  exist. 


Table  1 

SCS  Inventory  and  Non-Inventory  Acreages  in 
West  Virginia  and  Greenbrier  County  —  1958  and  1967 


Type  of  Land 


Acreages 
1958 
State        County 


1967 
State        County 


Federal  non  cropland 

Urban  and  built-up 

Small  water  areas 

Total  non-inventory 
acreage  (a) 

Cropland 

Pasture 

Forest 

Other  land 

Total  inventory 
acreage  (b) 

Total  land  area 
(a  +  b) 


934,900  98,900       947,192  99,350 

433,200  9,500       486,419  9,542 

67,900  3,500         47,561  2,530 

1,436,000  111,900     1,463,172  111,422 

1,521,100  56,000     1,105,930  32,455 

2,572,400  115,000     1,836,993  102,527 

9,465,500  365,200  10,429,867  401,860 

415,000  8,600       565,818  8,216 

13,974,000  544,800  13,938,608  545,058 

15,410,000  656,700  15,401,780  656,480 


Source:  Soil  Conservation  Service,  West  Virginia  Soil  and  Water  Conservation  Needs 
Inventory,  Morgantown,  W.Va.,  1970. 
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CHARACTERISTICS  OF  THE  LAND  MARKET 

This  section  deals  with  information  gathered  from  the  sample  of  sellers 
and  buyers  of  rural  land  in  Greenbrier  County  from  1970  to  1975.  It  contains 
the  personal  characteristics  of  sellers  and  buyers  of  land,  their  motives  for 
selling  and  buying  these  properties,  the  characteristics  of  the  properties 
and  certain  legal  and  financial  aspects  of  the  transfers,  as  stated  by  both 
sellers  and  buyers  of  those  lands. 

Buyers  and  Sellers  of  Land 

The  general  characteristics  found  of  sellers  and  buyers  of  farmland  are 
shown  in  Table  10.  Sellers  of  land  were  generally  older  than  buyers  and  had 
slightly  higher  average  incomes.  However,  the  high  values  of  the  standard 
deviations  of  the  incomes  indicate  large  variations  in  incomes  of  both 
buyers  and  sellers. 

The  average  buyer  of  rural  land  had  more  years  of  education  than  the 
average  seller.  Since  the  sellers  were  older  this  could  be  expected  as 
education  levels  have  increased  steadily.  The  typical  buyer  appears  to  have 
completed  high  school,  whereas  the  typical  seller  had  only  nine  years 
education. 

The  main  sources  of  income  for  sellers  and  buyers  of  rural  land  are 
presented  in  Table  1 1 .  The  most  important  source  of  income  for  sellers  was 
farming,  while  more  buyers  earned  their  incomes  as  laborers.  Another  im- 
portant source  of  income  for  both  sellers  and  buyers  of  rural  land  was  from 
sales  or  clerical  jobs.  The  number  of  buyers  who  were  professionals  was 
greater  than  the  number  of  sellers.  This  might  indicate  a  tendency  for  af- 
fluent people  to  move  to  rural  areas  to  live  or  for  retirement  and  for  vacation 
purposes  or  that  buying  land  for  investment  also  is  present. 

As  a  consequence  of  land  transfers  that  were  made  between  1970  and 
1975  in  Greenbrier  County,  some  changes  occurred  in  the  working  status  of 
both  sellers  and  buyers  of  these  properties.  The  last  two  columns  of  Table 
1 1  indicate  that  13  of  43  farmers  who  sold  land  left  farming  as  their  main  ac- 
tivity, while  five  buyers  became  farmers  after  purchasing  the  land,  a  net 
reduction  of  eight  in  the  number  of  farmers.  The  net  number  of  laborers 
decreased  by  eight.  Four  people  who  sold  land  and  were  in  sales  or  clerical 
jobs  left  that  activity  after  the  transfer  was  made,  while  one  person  who 
bought  rural  land  entered  into  this  category  after  the  purchase.  The  number 
of  professionals  also  decreased  by  five  and  the  category  "others"  lost  four. 
Finally,  the  number  of  retirees,  most  of  whom  were  sellers,  increased  by  28. 
This  last  item  indicates  that  transfers  of  land  and  retirement  are  related  in 
this  area  but  that  probably  relatively  little  rural  land  is  being  bought  for 
retirement  homes,  at  least  at  the  time  of  retirement. 

Reasons  for  Selling  and  Buying  Rural  Land 

Sellers  and  buyers  of  land  in  the  sample  were  asked  to  state  their  main 
reasons  for  selling  and  buying  those  properties.  The  seller's  responses  are 
listed  in  Table  12.  Among  sellers,  33  percent  sold  their  properties  because 
they  needed  the  money,  31  percent  said  that  they  were  too  old  for  taking 
proper  care  of  the  land,  18  percent  sold  their  land  because  they  believed  the 
price  was  right,  and  12  percent  disposed  of  their  farms  because  they  con- 
sidered farming  was  no  longer  a  good  business.  The  most  common  com- 
plaint heard  in  this  regard  was  that  at  today's  prices  farmers  can  barely 
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make  it.  Finally,  11   percent  stated  other  reasons  for  selling  their  land, 
among  which  inheritance  was  a  common  reason. 

Table  13  shows  the  reasons  for  buying  land.  Nineteen  percent  of  the 
buyers  purchased  land  as  an  investment,  of  whom  4  percent  were  farmers,  5 
percent  laborers,  2  percent  administrators,  13  percent  sales  or  clerical 
people,  4  percent  professionals,  and  2  percent  were  retirees.  Nineteen  per- 
cent gave  part-time  farming  as  their  main  reason  for  buying  the  properties. 
These  buyers  were  composed  of  2  percent  farmers,  11  percent  laborers,  2 
percent  sales  or  clerical  workers,  3  percent  professionals,  and  1  percent 
retirees.  Another  19  percent  of  the  buyers  said  they  bought  the  rural  proper- 
ties for  reasons  not  listed  in  the  questionnaire,  the  most  important  of  which 
was  that  they  needed  the  land  to  build  homes.  This  19  percent  was  made  up 
of  8  percent  laborers,  4  percent  sales  or  clerical  related  employees,  2  per- 
cent professionals,  2  percent  retirees  and  3  percent  others  (bond-holders 
mainly).  Six  percent  bought  land  for  second  homes  and  the  other  24  percent 
for  farming  full  time,  to  begin  farming,  or  to  expand  farming  operations. 
Nearly  all  of  these  latter  groups  were  farmers  both  before  and  after  the  sale. 
Thus,  counting  the  pruchases  for  part-time  farming,  about  43  percent  of  the 
purchases  of  rural  land  were  for  agricultural  uses. 


Table  10 

Personal  Characteristics  of  Sellers  and  Buyers  of 
Rural  Land  in  Greenbrier  County,  West  Virginia  —  1970-1975 


Standard 

Characteristic 

Mean 

Deviation 

Age  (years) 

Sellers 

63 

11 

Buyers 

42 

11 

Education  (years) 

Sellers 

9 

3 

Buyers 

12 

4 

Yearly  inconne  (do 

liars) 

Sellers 

15,147 

31,669 

Buyers 

14,534 

15,228 
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Table  12 

Seller's  Main  Reasons  for  Selling  the  Land 
in  Greenbrier  County,  West  Virginia  —  1970-1975 


42 

33 

23 

18 

12 

9 

39 

.31 

11 

9 

127 

100 

Percent  of 
Reasons  Number  Total 

Needed  the  money 

Right  price  to  sell 

Farming  not  good  business 

Age 

Other  reasons 

Total 


Consideration  and  Acreage 

For  the  102  transfers  included  in  the  sample  there  was  a  total  value  of 
$2,573,040  and  an  average  of  $25,252.88  per  parcel  (Table  14).  The  total 
acreage  was  6,590  or  64.6  acres  per  parcel  and  the  average  price  per  acre 
was  $390.45.  Sellers  of  the  sample  properties  were  asked  to  estimate  the 
value  of  livestock,  equipment,  buildings,  and  bare  land  as  components  of 
the  consideration  (lower  section  of  Table  14).  Livestock  was  part  of  the  sale 
of  land  in  four  transfers,  equipment  was  sold  in  five  transfers,  and  61  of  the 
transferred  properties  had  buildings  on  them.  When  the  values  of  these 
items  were  added,  a  discrepancy  of  $51,675  with  total  consideration  was 
found.  This  was  because  total  consideration  was  taken  from  court  house 
records,  while  the  estimations  by  components  were  made  by  the  sellers. 

Land  Use  at  Time  of  Sale 

Table  15  shows  that  on  the  average  about  12  percent  of  the  land  trans- 
ferred was  being  used  as  cropland  at  the  time  of  the  sale.  About  41  percent 
was  used  for  pastureland  and  27  percent  for  woodland.  These  results 
generally  agree  with  the  census  data  on  land  use  in  Greenbrier  County.  The 
item  "other  surface"  refers  to  buildings,  water  surface,  road  surface,  waste 
land,  and  idle  land.  All  other  uses  together  represented  about  20  percent  of 
the  land  area  transferred. 

Financing  of  Land  Purchases 

Table  16  shows  how  land  purchases  were  financed  in  Greenbrier  County 
during  the  1970-1975  period.  Buyers  of  farms  used  about  45  percent  of  their 
own  funds  to  purchase  these  properties  and  borrowed  the  remaining  55  per- 
cent. Of  the  borrowed  funds,  about  38  percent  was  provided  by  financial  in- 
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stitutions,  7  percent  came  from  individuals,  6  percent  was  deferred 
payments  granted  by  the  sellers  of  those  land,  and  4  percent  came  from 
other  sources. 

In  particular,  it  was  found  that  of  102  transfers  of  land,  five  buyers  pur- 
chased land  using  their  own  money  exclusively.  The  financial  institutions 
aided  in  72  transfers,  the  sellers  provided  credit  for  10  transfers,  9  pur- 
chases were  made  utilizing  individual  credits,  and  6  transfers  used  other 
financial  sources.  Most  were  financed  by  use  of  a  mortgage  but  several  (19) 
were  financed  under  sales  contracts  while  a  few  were  financed  only 
through  a  promisory  note  or  other  security. 

The  financial  institutions  which  have  been  referred  to  were  commercial 
banks,  the  Federal  Land  Bank,  the  Farmer's  Home  Administration,  In- 
surance Companies,  and  other  financial  institutions.  The  FHA  and  the  FLB 
charged  lower  annual  interest  rates  for  their  loans  (6.05  and  6.88  percent 
respectively,  as  informed  by  the  buyers)  followed  by  insurance  companies 
which  charged  7.0  percent,  banks  with  7.84  percent,  and  credit  sources 
labelled  "other  institutions"  9.0  percent. 

THE  REGRESSION  MODEL 

The  analysis  was  based  on  the  hypothesis  that  the  factors  affecting  land 
values  of  rural  land  is  a  function  of  several  variables.  These  were  organized 
into  three  groups:  1)  independent  variables  describing  the  characteristics 
of  the  property,  2)  variables  showing  the  socioeconomic  characteristics  of 
sellers  or  buyers  of  those  properties,  and  3)  variables  related  to  the  transfer 
itself.  Two  models  were  used,  one  specifically  for  the  sellers  of  the  rural 
properties  in  the  county  and  the  other  for  the  buyers  of  the  same 
properties.*  These  were  estimated  by  use  of  multiple  linear  regression  as 
represented  by  two  equations: 


1.      £(¥3)     =     A3     +      B„3X„3     -h      B^,3X„3     +      B,33X,33 

2.   E(Y,)  =  A,  +  B,„X„,  +  B„,X„,  +  B,3,X,3, 

Where:  E{\^)  =  E(Y^)  and: 

Y  =  deflated  per  acre  price  of  the  properties  transferred 

X.  =  the  dependent  variables 

B-  =  the  partial  regression  coefficients,  and 

3  =  seller's  information 

(J  =  buyer's  information 


*The  seller's  and  buyer's  models  represent  supply  and  demand  models  only  in  a  loose  sense. 
Since  quantities  are  not  represented  except  as  parcel  size  the  usual  price-quantity  relationship  is 
not  included  in  this  model. 
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Table  13 

Types  of 

Buyers  and  Their  Reasons  for 

1 

1 

Buying 

Rural  Land  in  Greenbrier  County 

1 

Type  of 

Full- 

Part- ! 

of 

Time 

Timei 

Buyer 

Farming 

Farmin 

Farmer 

Number                                                 6 
Percent  of  total                             6.12 
Row  percent                                35.29 
Column  percent                          85.17 

2" 

2.04. 
11.76 
10.53 

Laborer 

Number                                               0 
Percent  of  total                             0.00 

11 
11.22 

Row  percent  0.00 

Column  percent  0.00 

Administrative              Number  0 

Percent  of  total  0.00 

Row  percent  0.00 

Column  percent  0.00 

Sales  or  Clerical           Number  0 

Percent  of  total  0.00 

Row  percent  0.00 

Column  percent  0.00 

Professional                  Number  0 

Percent  of  total  0.00 

Row  percent  0.00 

Column  percent  0.00 

Retired                           Number  0 

Percent  of  total  0.00 

Row  percent  0.00 

Column  percent  0.00 

Other                             Number  1 

Percent  of  total  1.02 

Row  percent  25.00 

Column  percent  14.29 

Total                               Number  7 

Percent  7.14 
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Reasons 

for  Buying 

For 

For 

As  an 

0  Begin 

Expansion 

Second 

Invest- 

Other 

-arming 

of  Farming 

Home 

ment 

Reasons 

Total 

0 

5 

0 

4 

0 

17 

0.00 

5.10 

0.00 

4.08 

0.00 

17.35 

0.00 

29.41 

0.00 

23.53 

0.00 

0.00 

62.50 

0.00 

13.33 

0.00 

5 

2 

2 

5 

8 

33 

5.10 

2.04 

2.04 

5.10 

8.16 

33.67 

15.15 

6.06 

6.06 

15.15 

24.24 

55.56 

25.00 

33.33 

16.67 

42.11 

1 

0 

0 

2 

0 

3 

1.02 

0.00 

0.00 

2.04 

0.00 

3.06 

33.33 

0.00 

0.00 

66.67 

0.00 

11.11 

0.00 

0.00 

6.67 

0.00 

0 

0 

2 

13 

4 

21 

0.00 

0.00 

2.04 

13.27 

4.08 

21.43 

0.00 

0.00 

66.67 

61.90 

19.05 

^  0.00 

0.00 

6.67 

43.33 

21.05 

2 

1 

2 

4 

2 

14 

2.04 

1.02 

2.04 

4.08 

2.04 

14.29 

14.29 

7.14 

14.29 

28.57 

14.29 

22.22 

12.50 

33.33 

13.33 

21.05 

1        1 

0 

0 

2 

2 

6 

'  1.02 

0.00 

0.00 

2.04 

2.04 

6.12 

16.67 

0.00 

0.00 

33.33 

33.33 

5.26 

0.00 

0.00 

10.53 

10.53 

0 

0 

0 

0 

3 

4 

0.00 

0.00 

0.00 

0.00 

3.06 

4.08 

0.00 

0.00 

0.00 

0.00 

75.00 

0.00 

0.00 

0.00 

0.00 

15.79 

9 

8 

6 

19 

19 

98 

9.18 

8.16 

6.12 

19.39 

1t.39 

100.00 
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Table  14 

Consideration  and  Acreage  for  the  Sample  of  Rural  Land 
Sales  in  Greenbrier  County,  West  Virginia  —  1970-1975 


Item 


Total 


Average 


Total  consideration 
Total  acreage  (acres) 
Price  per  acre 


Components  of  Consideration 
Based  on  Sellers'  Estimates 

Value  of  livestock 

Value  of  equipment 

Value  of  buildings 

Value  of  land 

Sub  total 

Discrepancy* 

Total  consideration  (c) 


$2,573,040.00 

$25,225.88 

6,590.00 

64.61 

$     390.45 

$   390.45 

Total 

No. 

Average 

$   49,600 

4 

$12,400 

37,000 

5 

7,400 

701,180 

61 

11,495 

1,733,585 

102 

$16,996 

2,521,365 

51,675 

$2,573,040 

Table  15 

Land  Use  on  an  Average  Farm  at  the  Time  of  Sale 


Use 


Total     Standard  Average 

Acreage     Deviation     Percent   Acreage 


Cropland 
Pastureland 
Woodland 
Other  surface 
Total 


761 

15 

11.55 

7.46 

2,696 

40 

40.91 

26.43 

1,800 

27 

27.31 

17.65 

1,333 

34 

20.23 

13.07 

6,590 



100.00 

64.61 

*Difference  between  total  value  of  all  sales  from  courthouse  records  and  the  compo- 
nent estimates  made  by  sellers. 
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Table  16 

Financing  of  Land  Purchases  in  Greenbrier 
County,  West  Virginia  —  1970-1975 

Average  Percent  of 
Financial  Source  the  Purchase  Price 

Buyer's  own  money  45.06 

Financial  institution  loan  38.49 

Individual  credit  6.58 

Seller's  credit  5.88 

Other  sources  3.99 

Total  100.00 


The  Sellers'  Model 

Among  the  group  of  variables  related  to  property  characteristics 
hypothesized  to  have  a  relationship  to  the  price  sellers  would  take  for  their 
properties,  there  was  a  subgroup  of  continuous  variables:  acreage  of  the 
property,  total  value  of  the  property,  per  acre  value  of  improvements  and 
present  use,  measured  as  acres  of  cropland,  pastureland,  woodland  and 
other  land  (idle,  service  and  wasteland).  The  second  subgroup  consisted  of 
classification  variables:  type  of  water  supply  for  the  farm  and  rights  sold 
which  were  classified  as  fee  simple  or  surface  only. 

In  the  socioeconomic  group  of  independent  variables,  there  also  were 
some  continuous  and  some  classification  variables.  The  continuous 
variables  were  age  and  education  of  the  sellers  measured  in  number  of 
years  and  income  measured  in  dollars  per  year.  The  classification  variables 
were  seller's  place  of  residence,  "living  on  the  property"  or  "absent,"  and 
seller's  occupation  before  and  after  the  sale. 

The  transaction  variables  thought  to  be  related  to  the  price  were  percent 
of  the  sale  price  of  the  property  financed  by  the  seller  and  number  of  years 
of  deferred  payment,  while  the  classification  variables  were  the  sellers' 
stated  reasons  for  selling  the  land. 

The  Buyers'  Model 

This  model  also  had  three  groups  of  independent  variables.  In  the  first 
group,  which  were  those  that  describe  the  characteristics  of  the  property, 
there  were  two  subgroups.  It  was  composed  of  the  following  continuous 
variables:  total  acreage  of  the  property,  total  value  of  the  property,  per  acre 
value  of  the  improvements,  location  measured  as  total  mileage  to  the 
nearest  town,  present  use  of  acres  of  cropland,  pastureland,  woodland  and 
other  land,  and  best  use  expressed  as  acres  of  tillable  land,  acres  of 
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pastureland,  acres  of  woodland,  and  acres  of  wasteland.  Among  the 
classification  variables  were  type  of  water  supply,  and  type  of  rights  ac- 
quired which  were  classified  as  fee  simple  rights  or  surface  rights  only. 

Among  the  second  group  of  variables  continuous  independent  variables 
hypothesized  to  be  related  to  the  price  of  land  were  the  ages  and  education 
of  the  buyers  of  rural  land  measured  in  number  of  years  and  incomes  of 
buyers  in  dollars  per  year.  The  classification  variables  were  occupation  of 
the  buyers  before  and  after  the  purchase  of  these  properties  and  their  place 
of  residence  after  the  purchase.  This  latter  was  to  detect  absenteeism  and 
its  relation  to  the  purchase  price. 

The  third  group  of  independent  variables  describe  the  characteristics  of 
the  transfers  themselves  and  included  the  following  continuous  variables: 
percentage  of  the  sale  price  financed  by  the  buyer's  own  money,  percent  of 
the  sale  price  financed  with  credit,  and  rate  of  interest  of  the  loan.  The 
classification  variable  of  this  group  described  the  subjective  type  of 
reasons  of  buyers  for  buying  these  properties. 

Regression  Results 

Data  from  the  102  transfers  for  both  the  sellers  and  buyers  of  rural  land  in 
Greenbrier  County,  West  Virginia,  along  with  the  complementary  data  from 
courthouse  records  were  organized  according  to  the  working  hypotheses 
about  the  factors  affecting  rural  land  values.  Multiple  linear  regression  was 
used  to  estimate  the  parameters  of  the  models  in  equations  1  and  2. 

Sellers'  Model 

The  results  for  the  sellers'  model  are  given  in  Table  17  although  coeffi- 
cients for  only  nine  statistically  significant  variables  are  included.  The 
dependent  variable  was  the  average  deflated  per  acre  value  of  land  in  the 
1970-1975  period.  The  overall  average  price  for  this  period  was  $390.45  per 
acre  and  the  corresponding  deflated  value  was  $359.46.  The  R  square  value, 
the  coefficient  of  determination,  was  .72,  indicating  that  72  percent  of  the 
variability  in  per  acre  price  is  explained  by  the  independent  variables.  The  F 
ratio  was  statistically  highly  significant  indicating  that  the  variability  of  per 
acre  prices  is  not  apt  to  be  due  solely  to  chance.  Although  only  11  of  the 
45  variables  were  statistically  significant  (at  the  0.05  level)  only  six  of  the  45 
regression  coefficients  had  signs  different  than  hypothesized.* 

The  independent  variable,  total  acreage  of  the  property,  had  a  negative 
relationship  to  per  acre  price  equal  to  3.06,  which  indicates  that  in  average 
terms  a  variation  of  one  acre  in  the  size  of  a  property  sold  in  Greenbrier 
County  will  cause  a  $3.06  inverse  change  in  its  per  acre  sale  price.  The 
deflated  per  acre  value  of  buildings  was  positively  related  to  the  dependent 
variable  per  acre  price.  The  regression  coefficient  of  1.029  indicates  that  an 
average  property's  per  acre  price  will  change  by  about  $1.03  for  each  dollar 
change  in  the  per  acre  value  of  buildings.  Income  of  sellers  and  per  acre 
price  also  were  directly  related.  The  magnitude  of  this  relationship  is  given 
by  the  B  value  of  0.0080  which  in  average  terms  indicates  that  for  every  ad- 
ditional $1,000  that  a  particular  seller  has  there  will  be  an  extra  charge  of 
$8.00  per  acre  on  the  sale  price  of  the  property. 

'Although  the  model  contained  45  variables,  31  of  those  were  in  five  groups  of  classification 
variables. 
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The  classification  variables,  for  which  the  B  values  were  statistically 
significant  were: 

Rights  Transferred  in  the  Sale 

Surface  rights 
Fee  simple  rights 

Occupation  of  Sellers  After  the  Sale 

Farmer 
Laborer 
Retired 

Reasons  for  Selling  the  Land 

Needed  the  money 
Right  price  to  sell 
Farming  bad  business 


The  partial  regression  coefficients  of  classification  variables  tell  how 
much  the  presence  of  the  variables  will  influence  the  per  acre  price,  that  is, 
they  act  as  shifters  of  the  intercept,  A.  Because  of  the  nature  of  dummy 
variables  for  classes  with  more  than  two  values  they  have  more  meaning  as 
a  group  in  the  predictive  equation  than  as  individual  variables. 

Buyers'  Model 

Multiple  linear  regression  also  was  used  to  analyze  the  information 
gathered  from  buyers  of  rural  properties.  A  summary  of  the  analysis  is  given 
in  Table  18.  The  highly  statistically  significant  F  value  shown  in  this  table 
indicates  that  the  variability  of  the  dependent  variable,  deflated  per  acre 
price,  is  related  to  the  independent  variables.  The  R  square  or  coefficient  of 
determination  at  0.86  indicates  that  86  percent  of  the  total  variability  of  per 
acre  prices  is  explained  by  the  contribution  of  all  independent  variables. 

Table  18  also  shows  the  estimated  regression  coefficients  of  the  multiple 
regression  equation  and  the  t  tests  for  all  variables  which  were  statistically 
significant  at  the  0.05  level  or  better.  As  in  the  sellers'  model  there  were  11 
statistically  significant  coefficients,  but  many  were  for  different  variables. 
The  first  is  the  deflated  per  acre  value  of  buildings  which  on  the  average 
and  from  the  buyer's  point  of  view  tended  to  directly  change  per  acre  price 
by  $0,907  for  each  one  dollar  change  in  its  value.  The  second  is  the  rate  of 
interest  on  credit  obtained  by  buyers  from  insurance  companies  which  had 
a  large  effect  on  the  purchase  price.  It  means  on  the  average  that  a  1  per- 
cent increase  in  the  interest  rate  is  associated  with  a  $163  higher  per  acre 
price.  However,  very  few  buyers  obtained  credit  from  insurance  companies. 
The  other  significantly  related  variables  were  all  classification:  nearest 
town  is  Frankford,  reason  for  buying  is  "other,"  and  the  occupations  of 
farmer,  laborer,  administrative  work,  sales  or  clerical,  professional,  retired 
and  self  employed  or  other. 
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Table  17 

Statistically  Significant  Partial 
Regression  Coefficients  in  the  Sellers'  Model 


Independent 
Variables 

B  Values 

t  for  HO: 
B  =  0 

Prob  t 

Size  of  parcel 

-3.0622 

-2.98 

0.0050 

Value  of  buildings  per  acre 

1.0292 

3.04 

0.0036 

Sold  surface  only 

-922.9082 

-2.74 

0.0082 

Sold  in  fee  simple 

370.5386 

1.92 

0.0592 

Seller's  income 

0.0080 

2.51 

0.0148 

Seller  was  farmer 

112.1729 

4.14 

0.0001 

Seller  was  laborer 

1048.2634 

2.56 

0.0133 

Seller  was  retiree 

929.1216 

3.04 

0.0036 

Seller  needed  money 

-477.0650 

-2.95 

0.0046 

Seller  thought  price  was  right 

-494.0235 

-2.29 

0.0261 

Seller  thought  farming  was 
a  bad  business 

-545.7802 

-2.40 

0.0197 

R2  =  .718  F  Ratio  =  2.925  (Probability  of  F  =  0.0002). 
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Table  18 

Statistically  Significant  Partial  Regression 
Coefficients  in  the  Buyers'  Model 


Variable 

Regression 
Coefficient* 

t-Value* 

Value  of  buildings  per  acre 

0.90731 

2.663 

Interest  rate  of  insurance  cos. 

163.22888 

2.174 

Nearest  town  in  Frankford 

1186.45462 

2.955 

Buyer's  occupation  is: 

Farming 

2139.01178 

3.574 

Laborer 

1686.88862 

2.448 

Administration 

3076.78325 

2.421 

Sales  or  Clerical 

2906.96436 

3.419 

Professional 

2436.03934 

2.698 

Retired 

2025.31471 

2.313 

Self  employed  &  other 

3472.19802 

2.620 

Buyer's  reason  for  purchase  is: 

■ 

Other 

396.23205 

1.989 

R2  =  .86  F  Ratio  =  3.041  (Probability  of  F  =  .0006). 
*t  =  Regression  Coef. /Standard  Error. 
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CONCLUSIONS 

Supply  and  demand  basically  determine  land  values,  even  though  the 
nonstandardized  nature  of  the  real  estate  market's  product  introduces  an 
almost  endless  number  of  individualizing  qualities  that  make  a  particular 
piece  of  land  a  unique  product  in  the  market. 

Information  about  the  rural  real  estate  market  tends  to  be  disseminated 
slowly  when  compared  with  other  products,  but  when  a  transfer  of  land  is  in 
prospect  the  information  needed  to  appraise  the  situation  can  be  found, 
primarily  in  a  network  of  knowledge  by  people  and  public  records. 

Since  about  1963  land  values  in  West  Virginia  and  Greenbrier  County 
have  been  increasing  faster  than  in  the  rest  of  the  United  States.  From  1970 
to  1975  land  values  in  Greenbrier  County  increased  about  146  percent  more 
than  the  general  level  of  prices.  This  indicates  the  strength  of  the  trend  in 
land  values  in  the  region  which  rose  from  an  average  of  $112.40  per  acre  in 
1970  to  $402.24  in  1975.  This  trend  appears  likely  to  continue  or  even  to  ac- 
celerate due,  in  part,  to  the  energy  situation  which  may  call  for  increased 
use  of  the  nation's  own  energy  resources  of  which  coal  will  play  a  promi- 
nent role.  It  appears,  from  discussions  with  the  buyers  and  sellers,  that  the 
transfer  of  rural  land  in  Greenbrier  County  usually  takes  place  between 
sellers  and  buyers  directly.  The  role  of  real  estate  agents  is  small,  their  ser- 
vices seem  more  important  in  the  urban  and  suburban  land  markets. 

Individuals  gave  many  reasons  for  selling  and  buying  rural  land  in  Green- 
brier County.  The  sellers  were  older,  less  educated,  and  had  higher  incomes 
than  the  buyers.  Many  were  retiring  and  that  was  a  prominent  reason  for 
selling  land.  Land  was  bought  more  often  for  either  residential  uses  or  for 
farming  than  for  other  reasons.  Land  was  purchased  by  42  percent  of  the 
buyers  specifically  for  farming  which  included  purchases  of  complete 
farms,  land  for  farm  expansion,  and  land  for  part-time  farms.  Some 
agricultural  products,  primarily  beef  cattle,  were  produced  on  58  percent  of 
the  102  rural  properties  in  1975. 

Less  than  5  percent  of  the  purchasers  used  only  their  own  funds  and 
typically  borrowed  about  60  percent.  Most  of  the  borrowed  funds  came  from 
financial  institutions  —  banks,  insurance  companies,  the  Federal  Land 
Bank,  and  Farmers  Home  Administration.  The  sellers,  however,  helped 
finance  many  of  the  land  transfers,  with  land  purchase  contracts  used  fre- 
quently for  the  purpose.  Interest  rates  varied  from  4  to  12  percent  with  an 
average  of  about  6.8  percent. 

Analysis  of  the  information  obtained  from  the  sellers  of  rural  land  in 
Greenbrier  County  showed  that  a  variation  of  one  acre  in  the  size  of  a  pro- 
perty for  sale  in  the  county  will  tend  to  cause  a  $2.98  inverse  change  in  its 
per  acre  sale  price,  that  an  increase  of  one  dollar  in  the  per  acre  value  of 
buildings  will  cause  an  increase  of  $.90  to  $1.00  in  the  per  acre  sale  price  of 
the  property,  and  that  for  every  additional  $1,000  yearly  income  that  a  par- 
ticular seller  has  the  per  acre  sale  price  of  a  property  is  likely  to  go  up  by 
$3.65.  This  last  relationship  suggests  that  the  relative  financial  stability 
and  affluence  of  a  landowner  lets  him  obtain  a  higher  price  when  he  sells 
property. 

It  was  found  that  seller's  and  buyer's  evaluations  of  the  same  property 
are  different.  In  general,  buyers  tended  to  over-value  the  improvements  of 
the  properties  relative  to  the  sellers'  evaluations.  Analysis  of  the  informa- 
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tion  obtained  from  the  buyers  of  properties  indicated  that  a  one  dollar 
change  in  the  per  acre  value  of  buildings  will  tend  to  cause  a  direct  change 
of  $1.03  in  the  per  acre  purchase  price  of  the  property.  It  also  was  found  that 
a  1  percent  increase  in  the  interest  rate  of  credits  obtained  by  buyers  from 
insurance  companies  is  associated  with  a  $196  higher  per  acre  price;  this 
relationship  may  indicate  that  it  is  more  difficult  to  obtain  loans  on  the 
higher  valued  properties. 

Although  the  statistical  models  used  explained  a  high  proportion  of  the 
variation  in  the  per  acre  prices  paid  for  land  a  general  conclusion  is  that  the 
market  for  rural  land  is  highly  heterogeneous.  Many  of  the  variables 
hypothesized  to  affect  values  were  statistically  nonsignificant  and  among 
these  were  variables  relating  economic  factors  such  as  use  and  farm  in- 
come. Instead  some  of  the  more  personal  factors,  such  as  the  buyers'  or 
sellers'  occupation  were  more  important  explanatory  variables,  a  situation 
that  may  be  more  due  to  the  personal  characteristics  of  the  individuals  in- 
volved and  one  that  needs  to  be  investigated  in  more  detail. 
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